BEFORE THE COMMONWEALTH OF KENTUCKY

RECEIVED

FEB 16 2012

PUBLIC SERVICE COMMISSION

In the Matter of: .
pUBLIC SERVICE
INVESTIGATION INTO TRAFFIC DISPUTE ) CO\\M\/\\SS\ON
BETWEEN BRANDENBURG TELEPHONE ) CASE NO.
COMPANY, WINDSTREAM KENTUCKY EAST, ) 2008-00203
LLC AND VERIZON ACCESS )

RESPONSE TO THE COMMISSION’S JANUARY 30,2011 DATA REQUEST TO
WINDSTREAM KENTUCKY EAST, LLC

Windstream Kentucky East, LLC (“Windstream”) submits the following response to the

January 30, 2011 data request from Vice Chairman Gardner at the hearing held on that day.

RESPONSE

REQUEST NO. 1: What is Windstream’s third-party local number portability (“LNP”’)
database query vendor charging Windstream per LNP query?

RESPONSE:

Windstream has determined that its statements at hearing regarding the nature and
structure of third-party fees it pays relating to performing/providing LNP database queries should
be clarified. Rather than querying a database that resides with a third party, Windstream pays a
monthly fee to the regional LNP database administrator (Neustar) for Windstream’s allocated
portion of the shared LNP database administration costs incurred by Neustar that includes the
right to link to, download, and update, the LNP database. Pursuant to 47 C.F.R. § 52.32, this
monthly fee is an allocation based on interstate telecommunications revenue of the
administrator’s costs for the pertinent month. Windstream Kentucky East’s Neustar LNP fee for
November 2011 was $19,866.37 and for December 2011 was $18,476.98. These out-of-pocket
expenses, however, do not include Windstream’s own expenses in maintaining access to the
database, which are also included in Windstream’s tariffed rate.

The LNP database query rate in Windstream’s FCC tariff was developed on the basis of
cost support information submitted by Windstream, which includes, among other things, an
accounting of how costs are allocated on a per-query basis. Windstream’s tariff revision filing,
along with all supporting documents filed with the FCC, is attached hereto as Attachment 1 to
this data request response. Such filing was permitted to go into effect without suspension or
investigation by the FCC.

Windstream Respondent: Kerry Smith



CASE 2008-000203

AFFIDAVIT

STATE OF ARKANSAS
ss
COUNTY OF PULASKI

Kerry Smith, being duly sworn according to law, hereby makes oath that if the foregoing
questions were propounded to him at a hearing before the Public Service Commission of
Kentucky, he would give the answers recorded following each of said questions and that said
answers are true,

P —

Sworn to and subscribed before me this /(0 "4 day of February, 2012.

s LA

e SEAT 713983725 My Commission Expires: ﬂé[go&
SANDRA JEAN GRIFFIS

TARY PUBLIC-ARKANSAS
NO SALINE COUNTY. 01-21
MY COMMISSION EXPIRES: 09-01-




Respectfully submitted,
7

& HARBISON, PLLC
West Main Street
P.O. Box 634
Frankfort, Kentucky 40602-0634
Telephone: 502-223-3477
COUNSEL FOR:
WINDSTREAM KENTUCKY EAST, LLC

CERTIFICATE OF SERVICE

I hereby certify that a true and accurate copy of the foregoing has been served by United
States Postal Service, First Class Mail, on this the 10" day of February, 2012, upon:

C. Kent Hatfield

Douglas F. Brent

Deborah T. Eversole

STOLL KEENON OGDEN, PLLC
2000 PNC Plaza

500 West Jefferson Street
Louisville, Kentucky 40202

John E. Selent

Dinsmore & Shohl, LLP
1400 PNC Plaza

500 West Jefferson Street
Louisville, Kentucky 40202

.

R. Bénjamin Crittenden



Windstream Response to the Commission’s
January 30, 2012 Data Request No. 1

Attachment 1



ALLTEL Communications

1 Allied Drive
Little Rock, AR 72202
P. Q. Box 2177, 72203-2177

501-905-8000

THIS FILING IS MADE PURSUANT TO SECTION
204(a)(3) OF THE COMMUNICATIONS ACT AND IS
BEING FILED ON 15-DAYS NOTICE.

January 17, 2006

Transmittal No. 157

Office of the Secretary
Federal Communications Commission
Washington, D.C. 20554

ATTN: Wireline Competition Bureau

The accompanying tariff material issued on behalf of ALLTEL Telephone System (“ATS”), bearing F.C.C. No. 3,
Access Service is sent to you for filing in compliance with the requirements of the Communications Act of 1934, as
amended.

This filing, to become effective February 1, 2006, proposes to add Local Number Portability (LNP) Query Service for
Kentucky Alltel. This filing amends the following Check Sheets:

ATS F.C.C.No. 3 38th Revised Page 1

Supporting information is required and attached. The original letter, F.C.C. Form 159, and a check for $720.00 to cover
the filing fee, is being delivered via the same day courier service to the Wholesale Lockbox Shift Supervisor ¢/o Mellon
Bank, pursuant to Section 61.32(b) of the Commission’s Rules, under FRN: 0001-7201-01.

This filing has been made electronically using the F.C.C.’s ETF system. Any questions or comments concerning this
filing should be directed to Mr. Chris Cranford at the address listed at the top of this transmittal or at telephone number
(501)905-6856. Mr. Cranford’s FAX number is (501)905-6299.

Respectfully submitted,

David C. Bartlett
Federal Regulatory Counsel

Enclosures:  Tariff Pages
Cost Support



FCC Registration Numbers for Tariff Participants
F.C.C.No.3

0004966099
0005095856



ALLTEL TELEFPHONE SYSTEM

TARIFF F.C.C. NO
39th Revised Page 1
Cancels 37th Revised Page 1

ACCESS SERVICE
CHECK SHEET

.3

Title Pages 1 and 2 and Pages 1 to 16-203 inclusive of this tariff are effective as of the
date shown.

Number of

Number of

Number of

Revision Revision Revision
Except as Except as Except as

Page Indicated Page Indicated Page Indicated

Title 2 1st Revised 7-100 1st Revised

1* 38th Revised 7-101 1st Revised

10 1st Revised T7-102 l1st Revised

15 15t Revised 7-104 1st Revised

ie 1st Revised 7-105 1st Revised

3-27 5th Revised 7-107 st Revised

3-28 4th Revised 7-108 15t Revised

4-7 1st Revised 7-109 1st Revised

4-8 10th Revised 7-110 1st Revised

6—-1 1st Revised 7-111 15t Revised

6-139 1st Revised 7-113 lst Revised

6-140 3rd Revised 7-114 1st Revised

6-143 3rd Revised 7-116 1st Revised

6-146 3rd Revised 7-117 1st Revised

6-148 1st Revised 7-117.1 Original

6-150 lst Revised 7-117.2 Original

6G-152 lst Revised 7-117.3 Original

6-160 3rd Revised 7-117.4 Original

6-170 1st Revised 8-52 1st Revised

6-171 1st Revised 9-1.1 1st Revised

7-1 2nd Revised 9-1.2 Original

7-28 3rd Revised 9-5 5th Revised

7-29 3rd Revised 97 4th Revised

7-30 3rd Revised 9-7.1 8th Revised

7-33 3rd Revised 9-8 8th Revised

7-62 2nd Revised 9-9 2nd Revised

7-63 15t Revised 13-18 1st Revised

7-69 2nd Revised 13-43 lst Revised

7-70 lst Revised 13-47 2nd Revised

7-78 1lst Revised 13~48% 3rd Revised

7-79 1st Revised 16-1 1st Revised

7-86 1st Revised

7-89. 2nd Revised

7-87 2nd Revised

7-88 2nd Revised

7-89 2nd Revised

7-90 lst Revised

7-91 1st Reviszed

7-92 lst Revised

7-93 lst Revised

7-95 1st Revised

7-96 1st Revised

7-97 1st Revised

7-98 1st Revised

7-99 1st Revised

* New or revised page. (TR157)
Issued: January 17, 2006 Effective: February 1, 2006
V.P. - Access and Interconnection

ALLTEL Communications, Inc.
One Allied Drive
Little Rock, AR 72203



ALLTEL TELEPHONE SYSTEM TARIFF F.C.C. NO. 3

3rd Revised Page 13-48
Cancels 2nd Revised Page 13-48

ACCESS SERVICE

13. Additional Engineering, Additional Labor and Miscellaneous Services (Cont'd)

13.6 Local Number Portability Services {Cont'd)

13.6.3 Rates and Charges (Cont'd)

(B) Local Number Portability (LNP) Query Service

Study Rate
Area Per
Company Name State Number Query
ALLTEL Nebraska NE 371568 $ 0.00429
Kentucky Alltel - Lexington KY 269690 S 0.00305 N)
Kentucky Alltel - London KY 268691 $ 0.00305 N)
(TR157)
Issued: January 17, 2006 Effective: February 1, 2006

One Allied Drive
Little Rock, AR 72203



ALLTEL TELEPHONE SYSTEM
TARIFF F.C.C. NO. 3
DESCRIPTION AND JUSTIFICATION
Transmittal No. 157

January 17, 2006

SECTION DESCRIPTION
1 Description and Justification
2 Cost Development
Alitel Telephone System Page 1 of 3

Transmittal No. 157
January 17, 2006



SECTION 1

DESCRIPTION and JUSTIFICATION

DESCRIPTION

This filing is being made to add Local Number Portability (LNP) Query Service for Kentucky
Alltel to Alltel Telephone System Tariff F.C.C No. 3.

JUSTIFICATION

This filing is being made pursuant to §61.38 (b)(2) of the Annotated F.C.C Rules as revised
February 1, 1998.

Alltel Telephone System Page 2 of 3
Transmittal No. 157
January 17, 2006



SECTION 2

COST DEVELOPMENT

Cost Development

LNP Investment and Expenses

Based on information provided by Alltel’s engineering and accounting departments, the direct
investment and expenses related to LNP were determined. Direct investment and expenses
are based on actual amounts spent to date along with estimates for the period from 2006
through 2010.

Investments and expenses used solely for LNP were allocated between each of Alltel’s
business units; ILEC, CLEC, and wireless. The allocation to Kentucky Alltel is based on a
percent of use for each unit, either queries or lines, and is shown on the Exhibit called Cost
Allocation To ILEC.

The portion allocated to the Kentucky Alltel is apportioned between dedicated and shared
components as shown on the Exhibit called ILEC Installed Investment and Expense. Shared
investment and expenses are allocated between LNP and non-LNP services. The allocation
of shared investment and expenses to LNP, plus dedicated LNP, are shown on Chart 1.

Next, the total investment and expenses relating to LNP are apportioned between rate
categories. The apportionment methodology and percentages are shown on the Exhibit called
Cost Apportionment Methodology and Percentages.

The LNP costs are apportioned to rate categories Prearranged Query and Database Query and
shown in Exhibits Chart 3A and Chart 5A respectively.

The Exhibit called Overheads shows the calculation of overhead percentages that are used to
determine the overhead costs that are added to LNP total costs.

Cost calculations for the recovery of LNP through the two categories of LNP rates are shown
in Exhibits Chart 3B and Chart 5B respectively.

Forecasted demand units subject to LNP charges are based on the same time period as costs,
2006 — 2010, and anticipated growth factors. The Exhibit called Demand details the projected
LNP chargeable units.

A summary of costs, demand, and rates, along with proof of LNP cost recovery over the five
year period are shown on the Exhibit called Kentucky Alltel Local Number Portability Net
Income worksheet.

Alltel Telephone System Page 3 of 3
Transmittal No. 157
January 17, 2006



Local Number Portability Cost Filing
KENTUCKY ALLTEL

Contents of Filing

[y

O S T N
(o VR, T - U I S T =)

N = T T P

. Net Income

Cost Model Methodology
Demand Units

Total Installed LNP Investment and Total LNP Expenses

. Allocation of Investment and Expense to KY Alltel Operations
. KY Alltel Installed LNP Investment and LNP Expenses
. Apportionment Methodology to End User and Query Services

. Chart 1 - Apportionment of Investment and Expenses to Services

Chart 3A - Prearranged Query Service Investment and Expenses

. Chart 3B - Prearranged Query Service Cost Development

. Chart 5A - Database Query Service Investment and Expenses
. Chart 5B - Database Query Service Cost Development

. Common Cost Factor Development

. Annual Cost Factors

. Demand Development

. Company Information




& lltel
i KENTUCKY ALLTEL LOCAL NUMBER PORTABILITY NET INCOME |

INITIAL COSTS
Description [ 2006 | 2007 | 2008 ] 2000 [ 2000 | Total
1. Total LNP Investment $70,259,123 $70,259,123 $72,259,123 $72,259,123 $72,259,123 $71,459,123
2. KENTUCKY ALLTEL LNP Investment $4,305,992 $4,205,566 $4,183,847 $4,090,520 $4,003,976 34,157,980
3. KENTUCKY ALLTEL % of Investment 6.13% 5.99% 5.79% 5.66% 5.54% 5.82%
4. Total LNP Expenses $6,725,804 $8,151,430 $9.535,249 $10,795,625 $11,893,921 $47,102,028
5. KENTUCKY ALLTEL LNP Expenses $294,522 $326,233 $348,537 $360,089 $361,675 $1,691,057
6. KENTUCKY ALLTEL % of Expenses 4,38% 4.00% 3.66% 3.34% 3.04% 3.59%
QUERY COST ANALYSIS
Prearranged
Annualized Costs From 2006 thru 2010 Query Database Query
7. Capital Cost Present Worth $9,348 $9,348
8. Expenses Present Worth $5.346 $5,346
9. Overhead Costs $2,350 $2.350
10. Total 5 Year Levelized Costs $17,044 $17.044
11. Total 5 Year Billable Units 5,582,161 5,582,161
12. TLEC Monthly Rate $0.00305 $0.00305
ANNUAL REVENUE
LNP Rate | 2006 ] 2007 ] 2008 | 2000 ] 2000 | Totu
13. Preamranged Query Billable Units 1,528,386 1,287,280 1,084,208 913,165 769,122 5,582,161
14, Prearranged Query Rate $0.00305 $0.00305 $0.00305 $0.00305 $0.00305
15. Prearranged Query Revenue $4,667 $3,930 $3,310 $2,788 $2,348 $17,044
16. Database Query Billable Units 1,528,386 1,287,280 1,084,208 913,165 769,122 5,582,161
17. Database Query Rate $0.00305 $0.00305 $0.00305 $0.00305 $0.00305
18. Database Query Revenue $4,667 $3,930 $3,310 $2,788 $2,348 $17,044
19. Total Revenue $9,333 $7,861 $6,621 $5,576 $4,697 $34,088
[ANNUAL COSTS
LNP Rate [ 2006 ] 2007 | 2008 | 2009 i 2010 | Total
20. Prearranged Query Costs $4,467 $3,884 $3,364 $2,882 32,447 $17,044
21. Database Query Costs $4.467 $3.884 $3.364 $2.,882 $2.447 517,044
22. Total Costs $8,933 $7,768 $6,728 $5,764 $4,894 $34,088
[NET INCOME
LNP Rate | 2006 | 2007 | 2008 i 2009 ] 2010 | Total
23. Prearranged Query Net Income $200 $47 -$54 -$94 -$99 %0
24. Database Query Net Income $200 $47 -$54 -$94 -$99 30
25. Total Net Income $400 $93 -$108 -$188 -3198 $0

ALLTEL Corporation - CONFIDENTIAL Page 1 of 1 1/17/2006



[LNP Cost Model Methodology |

ICost Model Inputs |

1.

All investment is placed in service for the sole purpose of providing LNP services.

2. All expenses are incurred for the provisioning of LNP services.
3. All demand is associated with LNP services; lines and queries.
4. TInvestments and expenses by category.
5. Lines for each of ALLTEL's operations used to allocate shared investment and expenses to KY Alltel operations.
6. Percentages to apportion total costs to LNP costs.
7. Percentages to apportion LNP costs to LNP services.
8.  Access line growth percentages.
9.  Estimated number of queries per line per day.
lCost Model Algorithms
. Order of calculation:
a. Input data: investment, expenses, categories, percentages, and demand.
b. Investment and expenses are either for K'Y Alltel only or shared with other ALLTEL operations.
c.  Total investment and expense are summarized by category on 'Tnstalled Summary' worksheet.
d. Shared investment and expense are allocated to KY Alltel, based on percentage of portable lines, on 'Allocation’ worksheet.
e.  KY Alltel's dedicated and allocated shared investment and expense are summarized by category on 'Summary' worksheet.
f.  Apportionment methodology and percentages are summarized by category on 'Apportionment' worksheet.
g.  Total KY Alltel investment and expense are apportioned to LNP by category on 'Chart 1' worksheet.
L. LNP investment and expense are apportioned to prearranged query service by category on 'Chart 3A' worksheet.
i.  LNP investment and expense are apportioned to database query service by category on 'Chart SA" worksheet.
j- Demand units are levelized for each LNP service on 'Demand Units' worksheet.
k  Overhead cost factor development is shown on "Overheads' worksheet,
. Prearranged query service revenue requirement and rate development are on 'Chart 3B’ worksheet.
m. Database query service revenue requirement and rate development are on 'Chart 5B’ worksheet.
2. Demand units are developed by year for each LNP service with the following steps:
a.  Line and query forecasts are input for each year and service.
b. Lines include all switched and portable lines except Lifeline.
¢.  Demand units are levelized by multiplying each year by a present worth factor,
d  Cumulative demand units are generated by adding current year to previous year.
3. Revenue requirement is calculated by year for each LNP service with the following steps:
a. Installed investment is adjusted to include power and common investment, with fill and utilization at 100%.
b.  Depreciation expense is calculated by using straight line for appropriate life on utilized investment,
c. Depreciation reserve is calculated by using current year depreciation expense plus previous year, divided by 2.
d. Net investment is calculated by subtracting depreciation reserve from utilized investment.
e.  Return on investment is based on net investment times the FCC's authorized rate of return.
f.  Federal, state, and local income taxes are based on return times applicable tax rate.
g. Total capital costs are the sum of depreciation expense, return on investment, and income taxes.
h. Annual expenses consist of recurring incremental expenses and a maintenance factor times utilized investment.
i.  Capital costs and expenses are levelized by multiplying each year amounts by a present worth factor.
j- Total revenue requirement for each year and service is the sum of levelized capital costs plus levelized expenses.
4. Rates are developed for each LNP service with the following steps:
a. Levelized revenue requirement for each year and service is divided by levelized demand for each year and service.
b.  Annual rates are developed by averaging the five year rates.
c. Monthly rates are annual rates divided by twelve.
[Cost Model Assumptions |
1. All investment and expense for the 5 year period is included.
2. Demand units are properly forecasted.
3. Assumed all lines in all switches had LNP capabilities as of August 1, 2004
4. Assumed demand allocation will be the same as investment and expense allocation
5.  Estimated queries per line per day of: 3.6 in 2006, and 3.6 for each subsequent year
6. Estimated ILEC line growth of -2.65% in first half year and -4.45% per year thereafter.

ALLTEL Corporation - CONFIDENTIAL Page 1 of | 1/17/2006
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Overhead Cost Factor ltel
Company: KENTUCKY ALLTEL
Kentucky-Contel and Kentucky-GTE Combined
Retail
Account Description Source Percent] Kentucky Alltel
@) ®) © @

MARKETING & CUSTOMER SERVICE EXPENSE

1. Product Management 6611 90.00% $ (423.,635)

2. Sales 6612 90.00% $ 4,346,020

3. Product Advertising 6613 100.00% $ 2,000,953

4. Call Completion Services 6621 100.00% $ 278,617

5. Number Services 6622 100.00% $ 3,108,463

6. Customer Services 6623 79.75% $ 14,727,235

7. Total Marketing & Service Expense Sum Ll thru L6 3 24,037,653

8. Retail Marketing & Service Expense Sum Lic*L1d thru L6¢*L.6d $ 20,662,692

9. Wholesale Marketing & Service Expense L7-18 $ 3,374,960
TOTAL COMMON COSTS

10. Executive 6711 $ 2,349,650
11. Planning 6712 $ -
12. Accounting & Finance 6721 $ 2,163,041
13. External Relations 6722 $ 446,720
14. Human Resources 6723 b 1,424,549
15. Information Management 6724 5 4,714,606
16. Legal 6725 $ 159,614
17. Procurement 6726 $ 181,427
18. Research & Development 6727 3 -
19. Other General & Administrative 6728 $ 13,354,428
20. Total General & Administrative (G & A) Sum L10 thru 119 $ 24,794,036
21. Total Operating Expenses 6 $ 281,002,006
22. General Support Facilities (GSF) Percent Companies WS 9.12%
23. Total GSF Expense 121 %122 $ 25,622,960
24. Total Common Expense 120+ 123 $ 50,416,996
RETAIL RATIO

25. Total Operating Expenses Line 21 b 281,002,006
26. Less: Total Cominon Expense Line 24 $ 50,416,996
27. Total Direct Expenses L.25-126 $ 230,585,010
28. Retail Marketing & Service Expense Line 8 $ 20,662,692
29. Ratio of Retail Exp. to Total Direct Expenses 128/127 8.96%
FORWARD LOOKING COMMON COSTS

30. Retail Portion of Common Expense L24*1.29 3 4,517,860
31. Total Commmon Expense Less Retail Portion 124 -130 $ 45,899,136
32. Network Operations - General Supervision N/A $ -
33. Wholesale Marketing and Service Exp. Line 9 3 3,374,960
34. Net Common Costs Sum L31 thru 133 $ 49,274,096
35. Commission (PSC) Assessment L34 * L35¢c 0.1726% $ 85,047
36. Total Adjusted Common Costs L34 +1.35 $ 49,359,143
37. Levelized Inflation Factor 100%
38. Total Forward Looking Common Costs L36 ¥ 137 $ 49,359,143
COMMON COST ALLOCATOR

39. Total Revenue Requirement 5 $ 383,125,080
40. Less: Common & Retail Costs Line 8 +L30+L38 b3 74,539,696
41. Total Revenue Less Common & Retail Costs 139 - 140 $ 308,585,384
42. Common Cost Allocator (% of Net Revenue) 138 /141 16.00%
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Annual Cost Factors

Company: KENTUCKY ALLTEL
End User Prearranged
Factors Total Service Query Database Query
(@) (® (©) @ e)
Depreciation Factors ‘
Computers 5 6 6
Switching 5 10 10
Circuit 5 10 10
Salvage 0.00% 0.00% 0.00%
Utilization Factors
Power & Common 5.82% 5.82% 5.82%
Fill Factor 100.00% 100.00% 100.00%
Utilization Factor 100.00% 100.00% 100.00%
Expense Factors
Common Return 0.545% 0.545% 0.545%
Common Income Taxes 0.459% 0.459% 0.459%
Common Depreciation 0.254% 0.254% 0.254%
Common Expense 1.111% 1.111% 1.111%
Direct Maintenance 3.958% 3.958% 3.958%
Network Operations 1.145% 1.145% 1.145%
Customer Operations 1.236% 1.236% 1.236%
Corporate & Admuinistrative 1.729% 1.729% 1.729%
Operating Taxes 0.812% 0.812% 0.812%
All Expense Factors (Incl. Direct) 27.764% 27.764% 27.764%
Expense Factors for Study 11.249% 11.249% 11.249%
Financial Factors J
Sales Tax 6.00%
State Income Taxes 8.42%
Federal Income Tax 35.00%
Composite Tax Rate 40.47%
Effective Tax Rate 55.51%
Debt Rate 7.10%
Debt Ratio 27.87%
Equity Rate 12.20%
Equity Ratio 72.13%
Cost of Money 11.25% Intralata InterLata
Rate of Retumn 11.25% 10.60% 10.60%
ALLTEL Corporation - CONFIDENTIAL Page 1 of 1 1/17/2006
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